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1. CONSULATE STAFF OBSERVED MILAN CAMERA DI COMMERCIO 
MEETING JANUARY 21 ON PERFORMANCE IN 1974 AND PROSPECTS 
1975 OF ITALIAN ECONOMY WITH EMPHASIS ON LOMBARDY. THIS 
QUARTERLY MEETING IN WHICH SOME TWENTY OR SO REPRESENTATIVES 
OF INDUSTRY, BANKING AND COMMERCE PRESENTED CONCISE 
SECTORAL DATA. IN VIEW APOCALYPTIC TONE OF PRESS REPORTING 

OF ITALIAN ECONOMIC SITUATION, BELIEVE DEPT. SHOULD HAVE 
SUBSTANCE WITHOUT DELAY. DETAILED AIRGRAM FOLLOWS. 

2. FOR ALMOST ALL SECTORS, 1974 WAS "BOOM " YEAR THROUGH 
JULY. DROP IN DOMESTIC DEMAND BEGAN AFTER AUGUST HOLIDAYS 
AND WORSENED THROUGH END OF YEAR. EXPORTS LIMITED BY 
RESTRICTIONS ON AND EXPENSE OF EXPORT FINANCING AND IN 
SOME CASES BY LIMITED PRODUCTIVE CAPACITY (STEEL TUBING 

IN PARTICULAR). 

3. ALL SPEAKERS WERE CAUTIOUS ABOUT PROSPECTS FOR 1975 

BUT ONLY SECTORS TO FORECAST ACTUALLY BAD YEAR WERE BUILDING, 
AUTOMOBILES, EURNITURE AND HOUSEHOLD APPLIANCES. TEXTILES 
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FEW MONTHS OF 1975 WILL BE WORST MONTHS OF YEAR. DURING 
THIS PERIOD EXCESSIVE STOCKS BUILT UP DURING 1974 WILL BE 
IN PROCESS OF LIQUIDATION AND NO ONE WILL BE PLACING ORDERS 
BECAUSE OF UNCERTAINTY OE SITUATION. SOME SIGNS ALREADY 
APPEARING, HOWEVER, THAT STOCK LIQUIDATION NEARING COMPLETION 
AND THAT RENEWAL OF ORDERS WILL START IN NEAR FUTURE. IN 
CASE OE STEEL, EXPECT EXPAND PRODUCTION (HIGH QUALITY STEELS) 

BY SOME 10 0/0 AND EXPORTS BY WELL OVER 50 0/0. 

4. MEETING CONFIRMED ITALIAN EXPORT POTENTIAL STILL VERY 
GOOD AND THAT PRODUCTIVE CAPACITY RELEASED BY RETURN OF 
DOMESTIC DEMAND TO 1973 LEVEL WIKL BE DIVERTED TO EXPORT 
MARKET. CREDIT SQUEEZE EVIDENTLY WAS A MAJOR DISADVANTAGE 
FOR EXPORTERS WHICH SHOULD BE EASED THIS YEAR. 

5. CONSENSUS WAS THAT LIQUIDITY IN SYSTEM NOW GREATER 
ALTHOUGH THERE WAS UNCERTAINTY ABOUT HOW MUCH OF THIS DUE 
SHIETING OF DEMAND CURVE RATHER THAN SUPPLY CURVE. STOCK 
LIQUIDATION OBVIOUSLY A FACTOR. 

6. IN SHORT, PICTURE WE RECEIVED IS THAT ITALIAN DOMESTIC 
DEMAND MUSHROOMED IN 1973 AND PARTICULARLY IN HYPERINELA- 
TIONARY PERIOD OF 1974 PULLING AN EXPANSION OP PRODUCTIVE 
CAPACITY IN ITS TRAIN. NOW, WITH DOMESTIC DEMAND FALLING 
BACK TO EARLIER LEVELS, INDUSTRY FACED WITH NEED TO FIND 
OUTLET FOR EXCESS CAPACITY. UNLESS GENERAL INTERNATIONAL 
ECONOMIC COLAPSE OCCURS, SPEAKERS GENERALLY AGREED ITALY 
WILL BE ABLE INCREASE EXPORTS SUFFICIENTLY TO TAKE UP 
SLACK. WHILE THIS DOES NO MORE THAN CONFIRM ALREADY 
FAMILIAR OUTLINES OF SITUATION (REF, FOR EXAMPLE), 

CONSULATE IMPRESSED -AS WAS CAMERA PRESIDENT- AT CAUTIOUS 
BUT RATHER STRONG OPTIMISM OP ALMOST ALL SECTOR REPRESENT- 
ATIVES. 

7. THIS CAUTIOUSLY POSITIVE PICTURE CONFIRMS CONTINUING 
IMPRESSIONS RECEIVED FROM INDIVIDUAL LOCAL BANKERS AND 
BUSINESSMEN WHO REPORT BUSINESS STILL REMARKABLY GOOD. 

WORTH NOTING HOWEVER, THAT PICTURE IN VENICE AREA MARKEDLY 
WORSE SINCE AUGUST VACATION ALTHOUGH PETROCHEMICAL INDUSTRY 
STILL BOOMING.PINA 
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